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Preface 

Alterations  in  the  structure  and.  practices  of  food  markets  may  directly  af- 
fect farmers  "by  changing  the  numbers  and  kinds  of  buyers  to  whom  they  sell,  the 
conditions  and  terms  of  sale,  and  marketing  costs  and  margins.  Since  World  War 
II  the  structure  and  practices  of  many  food  markets  have  been  influenced  by 
companies  obtaining  control  of  other  firms  by  various  means.  Trade  reports  have 
emphasized  growth  by  such  methods  of  acquisition  as  purchase  of  assets,  purchase 
of  stock,  and  contractual  arrangements.  Because  such  reports  have  "been  sporadic 
and  fragmentary  it  has  not  been  certain  how  representative  they  actually  are. 
In  order  to  describe  the  frequency  and  character  of  acquisition  in  the  industry 
as  a  means  of  growth,  the  Bureau  of  the  Census  and  the  Department  of  Agriculture 
conducted  an  acquisitions-disposal  survey  covering  the  period  1952-58*  This 
study  is  part  of  a  broad  program  of  research  to  increase  the  efficiency  of 
marketing  food  products. 

This  report  describes  the  industry's  response  to  the  questionnaire  concern- 
ing the  extent  and  character  of  acquisitions  and  disposals,  the  types  of  fi- 
nancial transactions  by  which  the  acquisitions  and  disposals  were  made,  and  the 
form  of  business  organization  of  the  acquired  companies,  and  it  discusses  points 
which  are  important  in  interpreting  these  data.  In  general,  this  report  sub- 
stantiates the  tenor  of  trade  reports  covering  this  period  and  will  serve  as  a 
basis  for  comparison  with  an  evaluation  of  future  studies. 

The  Bureau  of  the  Census  assumed  primary  responsibility  for  the  sample, 
mailing,  and  tabulating  questionnaires.  The  Department  of  Agriculture  was  re- 
sponsible for  developing  the  questionnaire  and  for  review  and  publication  of 
the  aggregated  information. 

This  study  is  related  to  an  earlier  pilot  study  in  that  multiunit  companies 
included  in  the  pilot  study  whose  primary  activity  fell  within  the  scope  of  the 
eight  industries  covered  by  this  report  are  likewise  represented  here.  The 
specific  differences  between  the  samples  for  the  pilot  study  and  the  present 
study  are  discussed  in  detail  in  this  report  under  the  heading  "Descriptions  of 
Industries  Covered  and  the  Sample." 
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Highlights 

Eight  food  industries  representing  all  levels  of  food  marketing  were 
surveyed.  Twenty- six  percent  of  the  companies  covered  in  the  survey  reported 
making  acquisitions,  disposals,  or  both  during  1952-58*  Within  most  industries 
the  larger  companies  made  the  greatest  number  of  acquisitions.  Their  acqui- 
sitions also  were  of  the  largest  size.  The  methods  of  acquisition  and  dispo- 
sition most  frequently  adopted  were  through  purchase.  The  exchange  of  the 
stock  of  the  controlling  company  for  stock  of  the  acquired  company  (merger) 
accounted  for  a  very  small  percentage  of  the  transactions.  The  vast  majority 
of  acquisitions  were  of  companies  within  the  same  industry  and  at  the  same 
market  level.  The  remainder  were  divided  between  those  which  were  at  a  differ- 
ent market  leyel  from  that  of  the  acquiring  firm  within  the  same  industry  and 
those  which  were  in  distinctly  different  industries. 
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OWNERSHIP  CHANGES  BY  PURCHASE  AND  MERGER 
IK  SELECTED  FOOD  INDUSTRIES 

■by 
Paul  E.  Nelson,  Jr., 
and 
Allen  B.  Paul 
agricultural  economists 
Market  Organization  and  Costs  Branch 
Agricultural  Marketing  Service 

I.  Description  of  Survey  and  Major  Findings 
A.  Industry  Coverage  and  Response 

1.  Eight  food  industries  were  included  in  this  survey:   Dairy  products 
manufacturing;  canning,  preserving,  and  freezing  (excluding  seafood);  "bakery 
products;  vegetable  and  animal  oils;  food  product  wholesalers;  farm  product 
assemblers;  grocery  stores;  and  food  stores  other  than  grocery  stores.  The 
universe  was  composed  of  8,271  multiunit  companies.  The  survey  included 
every  company  for  all  industries  except  grocery  stores  and  food  stores  other 
than  grocery  stores.  For  these  two  industries  every  company  with  100  or 
more  employees  was  covered,  but  companies  with  less  than  100  employees  were 
sampled.  The  total  survey  net  sample,  after  postmaster  returns,  "out  of 
scopes"  (that  is,  companies  whose  primary  activity  had  changed  since  1954 

to  an  uncovered  industry),  and  certain  other  groups  were  deducted,  amounted 
to  2,721  companies  (tables  1  and  2). 

2.  In  terms  of  numbers,  industry  response  was  excellent.  By  industry, 
the  percentage  of  companies  returning  questionnaires  were  dairy  products, 
89;  canning,  preserving,  and  freezing  (excluding  seafood),  93 1   bakery 
products,  92;  vegetable  and  animal  oil  processors,  S>k;   food  product  whole- 
salers, 88;  farm  product  assemblers,  9k;   grocery  stores,  83;  and  food  stores 
other  than  grocery  stores,  83.  The  study  as  a  whole  averaged  an  89- percent 
response  (table  2). 

3.  The  size  of  the  nonrespondents  may  be  pictured  by  citing  the  per- 
centages of  the  total  industry  employment  accounted  for  by  nonrespondents 
with  100  or  more  and  those  with  500  or  more  employees  in  the  census  year 
195^- •  For  the  100  or  more  category,  the  percentage  employed  by  nonre- 
spondents ranged  from  3  percent  of  those  employed  by  vegetable  and  animal 
oil  processors  to  31  percent  for  bakers.  From  this  it  is  apparent  there 
were  several  large  companies  among  the  nonrespondents  (see  table  3)« 

4.  Of  the  respondents,  15  percent  made  only  acquisitions,  7  percent 
only  disposals,  and  k   percent  made  both  which  totaled  26  percent.  Thus, 
"jk   percent  of  the  companies  made  neither  acquisitions  nor  disposals  during 
the  period  1952-58.   (Computed  from  table  2.) 

5.  Of  the  respondents  making  acquisitions,  disposals,  or  both,  23 

percent  were  food  product  wholesalers;  22  percent  were  retail  grocers;  21 

percent  farm  product  assemblers;  15  percent  dairy  product  processors;  6 

percent  canners,  preservers,  and  freezers;  6  percent  bakers;  k   percent  other 

food  stores;  and  3  percent  vegetable  and  animal  oil  processors .   (Computed 

from  table  2.  )  . 
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B.  Extent  and  Character  of  Acquisitions  and  Disposals 

1.  During  1952-58,  a  total  of  1,537  acquisitions  were  reported  by 
1,071  companies.  Grocery  stores  accounted  for  37  percent  of  the  acqui- 
sitions; dairy  processors,  24  percent;  other  food  stores,  10  percent;  food 
product  wholesalers,  9  percent;  farm  product  assemblers,  7  percent;  bakers 
(including  22  biscuit,  cracker,  and  pretzel  companies),  7  percent;  canners, 
preservers,  and  freezers,  3  percent;  and  vegetable  and  animal  oil  processors, 
3  percent  (table  4). 

2.  Altogether,  742  disposals  were  reported.  Industry  percentages  were: 
Grocery  stores,  45;  farm  product  assemblers,  13;  food  product  wholesalers, 
12;  dairy  processors,  11;  bakers,  3i  vegetable  and  animal  oil  processors, 

3;  canners,  preservers,  and  freezers,  1;  and  other  food  stores,  12  (table  5). 

3.  Acquisitions  varied  by  year  without  discernible  trends  during  the 
period  1952- 58,  although  grocery  stores  reported  increases  for  the  last  3 
years  covered  by  the  survey.  If  the  224  acquisitions  for  which  no  year  was 
specified  had  been  identified  by  year,  a  discernible  pattern  might  have  re- 
sulted. A  large  number  of  acquisitions  in  a  given  year  did  not  necessarily 
mean  a  correspondingly  important  impact  upon  specific  markets.  Thus,  the 
dairy  industry  made  10  percent  of  all  its  acquisitions  for  the  period  in 
1952,  and  these  acquisitions  accounted  for  20  percent  of  the  employees  of 
all  acquisitions  o  In  1958,  this  industry  experienced  11  percent  of  its 
total  acquisitions  but  these  accounted  for  only  3  percent  of  the  total  em- 
ployment of  all  acquisitions.   (See  table  6  for  more  detail.) 

4.  Employment  data  were  reported  for  a  total  of  1,264  acquisitions. 
Eighty  percent  had  fewer  than  50  employees  and  20  percent  had  50  or  more 
including  3  percent  that  had  500  or  more  employees  (see  table  rj). 

5.  Of  all  companies  making  acquisitions,  54  percent  made  only  one 
during  the  1952- 58  period.  Thirteen  percent  made  five  or  more.  Multiple 
acquisitions  occurred  most  frequently  in  the  dairy  and  grocery  industries. 
(in  this  study,  any  original  company  having  either  one  or  more  establish- 
ments was  counted  as  a  single  acquisition. )  (See  table  8. ) 

6.  Within  most  industries  large  companies  predominantly  made  the 
greatest  number  of  acquisitions.  Companies  with  500  or  more  employees  made 
the  following  proportion  of  total  acquisitions  for  their  industry:  Dairy 
processing,  67;  canning,  preserving,  and  freezing,  56;  bakery  products,  8l; 
vegetable  and  animal  oil  processing,  87;  food  product  wholesalers,  4;  farm 
product  assemblers,  2;  grocery  stores,  28;  and  other  food  stores,  less  than 
1  percent,  l/   (Computed  from  table  9* ) 


l/  Due  to  the  particular  characteristics  inherent  in  companies  engaged  in 
food  product  wholesaling,  farm  product  assembly,  and  other  food  store  industries, 
companies  with  100  or  more  employees  are  considered  to  be  large.,  The  figures 
cited,  however,  are  limited  to  the  very  few  companies  which  have  500  or  more 
employees. 
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7.  Respondents  provided  employment  information  for  1,26k   acquisitions. 
Employees  of  companies  acquired  "by  companies  with  500  or  more  employees  ac- 
counted for  the  following  percentages  of  total  employment  of  all  acquired 
companies:   Dairy  processing,  75 >    canning,  preserving,  and  freezing,  96; 
"bakery  products,  $+>   vegetable  and  animal  oil  processing,  99j  food  product 
wholesalers,  2;  farm  product  assemblers,  1;  grocery  stores,  93j  a<nd  other 
food  stores,  5«   (Computed  from  table  10.) 

8.  Information  was  supplied  concerning  the  primary  activity  of  both 
the  acquiring  and  the  acquired  company.  Both  groups  of  companies  were 
classified  according  to  a  three-digit  S.I.C.  level  of  classification.  2/ 
Thus,  for  example,  the  purchase  of  a  meatpacking  plant  by  a  dairy  company 
is  considered  to  he  an  acquisition  in  a  different  industry.  If  this  dairy 
acquired  a  retail  outlet  which  sold  dairy  products,  the  acquisition  would 
be  at  a  different  market  level  in  a  similar  industry.   The  data  are  not 
sufficiently  refined  to  differentiate  between  industries  at  a  four-digit 
level  of  classification,  such  as  processors  of  fluid  milk  and  of  natural 
cheese. 

Table  11  shows  that  80  percent  of  all  acquisitions  were  in  the  same 
industry  at  the  same  functional  level,  10  percent  were  in  the  same  or  simi- 
lar industry  at  a  different  functional  level,  and  10  percent  were  in  dis- 
tinctly different  industries. 

C.  Method  of  Acquisition  and  Disposal 

1.  Of  the  acquisitions  for  which  information  was  provided,  60  percent 
were  accomplished  by  the  purchase  of  the  acquired  company's  assets  with 
cash,  8  percent  by  purchase  of  stock  of  the  acquired  company  with  stock  of 
the  acquiring  company,  and  6  percent  by  purchase  of  the  assets  of  the  ac- 
quired company  with  cash  "by  the  acquiring  company  in  private  purchase.  The 
remainder  were  distributed  among  other  methods °  See  table  12,  and  text  on 
page  10. 

2.  Of  the  6ch   disposals  for  which  information  was  provided,  55  percent 
were  accomplished  by  sale  of  the  assets  of  the  disposed  unit  for  cash;  7 
percent  were  accounted  for  by  release  of  control  by  contract  or  lease.  For 
the  remainder,  see  table  13 . 

D.  Form  of  Business  Organization  of  the  Acquisitions 

1.  Of  the  acquisitions  for  which  the  information  was  supplied,  58 
percent  were  corporations,  22  percent  were  single  proprietorships,  17 
percent  partnerships,  2  percent  cooperatives,  and  1  percent  was  described 
as  "other ."   (Table  ik) 


2/  The  Executive  Office  of  the  President  has  estahlished  classification 
for  all  establishments  called  the  Standard  Industrial  Classification  Code.  This 
code  is  constructed  to  reflect  different  levels  of  classification.  Thus,  food 
and  kindred  products  manufactures  form  one  general  class  identified  by  the  two- 
digit  code  20;  within  this  broad  group,  bakery  products  are  represented  by  the 
three-digit  code  205;  then,  at  a  still  more  refined  level  of  classification, 
bread  and  related  products  are  identified  by  a  four-digit  code  2051;  biscuits, 
crackers,  and  pretzels  by  2052,  etc. 
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II.  Description  of  Industries  Covered  and  the  Sample 

The  present  study  covers  the  period  1952-58.  The  universe  for  this  survey 
consisted  of  the  multiplant  companies  included  in  the  195*1-  census  for  the  indus- 
tries listed  in  table  1.  The  Census  Bureau  defined  a  multiunit  company  to  he 
any  company  with  two  or  more  establishments.  For  all  but  two  of  the  industries 
every  component  company  was  surveyed.  In  the  grocery  store  and  other  food 
store  category,  each  company  with  100  or  more  employees  was  covered,  but  for 
companies  with  50-99  employees  the  group  was  sampled  at  the  rate  of  1  in  h 
companies;  in  a  similar  manner  companies  with  1-49  employees  were  sampled  at  a 
rate  of  1  in  20  companies. 

This  sample  differs  from  that  of  the  pilot  study  3/  in  important  aspects. 
The  pilot  sample  started  with  individual  establishments  listed  in  each  of  the 
four  industries  (dairy  processing,  bakery  products,  food  product  wholesalers, 
and  grocery  stores);  the  parent  company  owning  each  establishment  was  then  sur- 
veyed, regardless  of  its  primary  husines-s.  In  contrast,  the  present  survey 
started  with  the  multiunit  companies  which  served  as  a  partial  basis  for  the 
census  report  Company  Statistics  and  includes  only  companies  whose  primary 
business  is  that  of  the  industry  specified,  4/  Furthermore,  the  pilot  sample 
included  independent  as  well  as  multiunit  companies.  When  the  present  study 
was  initiated,  all  multiunit  companies  whose  primary  business  fell  within  the 
scope  of  the  eight  industries  were  included  but  were  not  surveyed  again.  To 
bring  these  multiunit  companies  up  to  date,  the  Bureau  of  the  Census  reviewed 
1958  census  records  for  an  employment  count,  and  if  there  were  even  moderate 
changes,  information  for  the  years  1957  &&&   1958  "was  obtained  from  the  company 
or  from  published  annual  reports  or  other  public  records.  The  amount  of  infor- 
mation taken  from  these  published  sources  is  indicated  on  the  following  tables 
where  relevant;  it  is  possible  that  data  for  these  years  are  slightly  under- 
stated because  of  partial  reliance  upon  these  sources. 

III.  Definitions  Used  in  Survey 

The  definition  of  "acquisition"  predetermined  the  responses  obtained  by  this 
survey.  The  gaining  by  one  company  of  effective  policy  control  over  another, 
whether  "by  purchase  or  other  means,  was  considered  an  acquisition.  This  broad 
definition  revealed  more  of  the  actual  pattern  of  business  control  than  the  more 
usual  concept  of  ownership  alone.  However,  detailed  information  for  many  of  the 
acquisitions  reported  was  hard  to  obtain  because  access  to  records  was  often 
difficult,  and  because  the  necessarily  more  detailed  instructions  were  not  con- 
sistently interpreted  by  all  respondents.  The  instruction  sheet  stated: 


3/  "Ownership  Changes  Within  Selected  Food  Industries,  A  Progress  Report ." 
AMS-258,  reprint  from  The  Marketing  and  Transportation  Situation,  April  1958, 
PP.  33-38.  " 

4/  Bureau  of  the  Census.  Company  Statistics.  Bui.  CS-1.  1958.  On  pages 
4-24  this  "bulletin  provides  an  ownership  specialization  index  which  reports  the 
percentage  of  total  industry  employment  which  is  accounted  for  by  companies 
whose  primary  business  activity  falls  within  the  specified  industry.  The  follow- 
ing percentages  apply  for  the  companies  in  the  eight  industries  covered  by  this 
report  on  acquisitions:  Dairy  products,  95 .2;  canning,  preserving,  and  freezing, 
91.8;  "bakery  products,  92.7;  vegetable  and  animal  oils,  71.4;  food  product  whole- 
salers, 97.2;  farm  product  assemblers,  93'2;  grocery  stores,  98.4;  and  other 
food  stores,  90' 6. 
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"Parent:  A  company  is  a  parent  if  it  either  owns 
or  controls  another  business.   To  own  another 
company  or  subsidiary  means  the  parent  company 
must  own  at  least  a  majority  of  voting  rights  in 
that  company.  Thus,  to  own  a  corporation,  the 
parent  company  must  own  more  than  50  percent  of 
the  voting  stock  of  that  corporation. 

To  control  another  company,  ownership  as  defined 
above  is  not  required.  If  your  company  is  able 
to  formulate,  determine,  or  veto  basic  policy  de- 
cisions of  another  company,  consider  your  company 
the  parent  of  that  company.  This  control  may  be 
exercised  through  use  of  dominant  minority  voting 
rights;  use  of  proxy  voting,  contractual  arrange- 
ments, or  otherwise. 

A  company,  a  subsidiary  of  a  parent  company,  or 
a  part  of  such,  whose  ownership  or  control  was 
acquired  by  purchase  or  lease  by  the  parent 
company  in  the  1952  through  195^  period  is  an 
acquisition.  The  converse  is  a  disposal." 


If  the  definition  adopted  had  been  strict  and  narrow,  such  as  ownership  of 
51  percent  or  more  of  the  common  stock  of  the  other  company,  many  instances 
would  have  been  missed  where  business  control  is  strongly  exerted  by  one  company 
upon  another.  Such  a  definition  would  have  provided  an  extremely  limited  report 
of  business  control. 

The  Executive  Office  of  the  President  in  collaboration  with  industries  and 
other  Federal  agencies,  such  as  the  Bureau  of  the  Census,  has  established  a 
Standard  Industrial  Classification  Code,  by  which  all  individual  establishments 
are  classified  at  three-  and  four-digit  levels.  When  companies  rather  than  es- 
tablishments are  considered,  this  code  is  not  satisfactory  at  the  four-digit 
level  in  those  frequent  instances  where  the  activity  of  a  large  company's  es- 
tablishments is  extremely  diverse  in  character.  Thus,  in  this  study  the  three- 
digit  level  of  classification  was  adopted  for  companies  making  acquisitions,  5/ 
and  a  special  code  of  four  digits  was  devised  to  classify  the  acquired  and  dis- 
posed companies.  The  organization  of  the  study  code  and  its  relation  to  the 
Standard  Industrial  Classification  Code  are  shown  below. 

Before  any  comparisons  are  made  with  other  reports  which  are  based  entirely 
upon  the  Standard  Industrial  Classification  Code,  the  reader  should  familiarize 
himself  with  the  comparison  below.  Furthermore,  when  the  reader  studies  table 
11,  he  should  review  this  comparison  which  served  as  a  basis  for  its  classifi- 
cation. 


5/  The  category  of  food  stores  other  than  grocery  stores  combines  the  five 
three-digit  categories:   5*4-2,  5^3,  5I+5,  546,  and  5*1-9. 
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Study  code  and  Industry 


Standard  Industrial 
Classification  Code 


Processing: 

2011  Meatpacking , . .  „ Same 

2016  Prepared  meats  and  poultry  products  Combines  2013  with  2015 

2020  Dairy  products Includes  2022,  2023,  202*1.,  2025,  &  2026 

2038  Canning,  preserving,  and  freezing 

(excluding  seafood)  Includes  2033,203^,2035,2037 

20*4-0  Grain  mill  products  Same  as  20*4- 

2051  Bakery  products,  perishable  Same 

2052  Biscuits,  crackers,  and  pretzels  . . .  Same 

2060  Sugar  Same  as  2060 

2091  Vegetable  and  animal  oil  Part  of  2092;  all  of  2091 

2096  Shortening,  table  oils,  margarine  . .  Same 
2099  Food  preparation  not  elsewhere 

classified Same 

3000  All  other  manufactured  products  ....  Wo  comparable  S.I.C. 

Assembly  and  marketing — wholesale: 

50*4-2  Groceries,  general  line  Same 

5043  Dairy  products  Same 

50*4-7  Meat  and  meat  products Same 

50*4-8  Fresh  fruits  and  vegetables  Same 

5051  Assemblers  of  raw  materials,  grains, 

hides,  etc „ Same 

5099  All  other  wholesale  Same 

Retail: 

5*4-11  Groceries  Same 

5*4-22  Meat  markets  Same 

5*4-31  Fruit  and  vegetable  stores  Same 

5*4-60  Retail  "bakeries  » ...... .  Combines  5*4-62  and  5*1-63 

5*4-99  Food  stores  not  elsewhere  classified  Same 


Two  employment  figures  were  requested  of  respondents.  One  was  the  total 
average  employment  for  the  entire  company,  and  the  other  was  the  average  em- 
ployment of  the  acquisition  or  disposal.  For  the  entire  company,  it  was  agreed 
to  ask  for  average  annual  employment  in  order  to  minimize  the  reporting  burden. 
Also,  it  was  agreed  to  accept  fiscal  as  well  as  calendar  year  reports  provided 
the  fiscal  year  was  clearly  defined.  Because  average  employment  fluctuated  very 
little,  it  was  possible  to  convert  fiscal  years  to  calendar  for  this  report. 


The  acceptance  of  the  single  yearly  average  did  create  an  editing  problem. 
Since  there  were  no  figures  for  the  start  and  the  end  of  each  year,  in  some 
instances  it  was  impossible  to  ascertain  if  the  employment  of  a  reported  acqui- 
sition was  included.  For  example,  if  the  XYZ  company  reported  a  total  em- 
ployment of  152  for  the  year  1952  and  the  acquisition  of  a  company  with  15 
employees,  did  this  company  include  or  exclude  these  15  as  part  of  the  total 
company  report?  In  such  instances  where  inconsistencies  were  evident,  the  em- 
ployment figures  were  checked  and  corrected.  However,  because  it  was  impossible 
to  check  inconsistencies  in  the  first  and  last  year  covered  by  the  study  and 
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because  some  reporting  error  may  have  "been  missed  in  the  interim  years,  total 
employment  data  were  used  only  to  classify  acquiring  companies  by  size;  no  at- 
tempts were  made  to  identify  the  amount  of  growth  attributable  to  acquisition. 

Although  the  questionnaire  had  been  screened  by  an  industry  committee  and 
tested  by  a  pilot  study,  in  editing  the  questionnaires  it  was  discovered  that  a 
few  respondents  construed  the  request  for  the  acquired  company's  employment  in 
the  year  before  acquisition  as  a  request  for  the  employment  of  the  acquiring 
company  during  that  year.  Where  feasible,  the  correct  figure  was  obtained,  but 
otherwj.se  the  response  was  tabulated  under  the  employment  category  "not  specified. 

Although  the  instruction  sheet  defined  the  various  means  of  acquisition  and 
disposal  in  detail,  apparently  some  respondents  did  not  differentiate  between 
purchase  of  assets  by  cash  and  purchase  of  assets  by  stock  of  the  acquiring 
company . 

In  such  instances,  the  purchase  was  tabulated  under  "purchase  of  assets, 
method  unknown."  Furthermore,  a  sizable  number  of  acquisitions  were  reported 
under  "method  not  specified",  and  because  a  large  proportion  of  these  possibly 
should  have  been  tabulated  under  "purchase  of  assets  of  acquired  company  with 
stock  of  the  acquiring  company",  the  table  may  be  biased  downward  for  this 
category. 

IV.  Points  Related  to  Interpretation  of  Data 

Changes  in  ownership  patterns  are  only  one  factor  which  affect  market 
structure.  Furthermore,  unless  a  case  history  of  every  acquisition  and  disposal 
is  continued  through  its  business  existence,  there  is  no  way  of  determining  that 
any  acquisition,  once  accomplished,  has  become  a  continuing  part  of  any  given 
company  or  market.  While  comparing  disposals  with  acquisitions  offers  some 
insights,  they  remain  of  very  limited  analytical  use. 

It  should  be  remembered  that  acquisitions  do  not  necessarily  continue  as 
net  additions  to  the  productive  capacity  of  the  acquiring  company „  To  illustrate 
this  point,  some  evidence  was  provided  by  the  survey  that  although  a  company's 
production  and  delivery  facilities  were  purchased,  its  employees  were  dismissed 
and  its  customers  were  supplied  by  the  existing,  nonexpanded  capacity  of  the  ac- 
quiring company.  In  a  similar  manner,  a  company  could  dispose  of  a  facility  and 
on  the  surface  appear  to  have  diminished  its  share  of  the  market  and  its  pro- 
duction without  actually  doing  so. 

Tables  9  a^d  10  show  that  large  companies  made  the  most  and  the  biggest 
acquisitions.  Table  3  showed  that  the  nonrespondents  included  several  large 
companies.  Thus,  it  appears  that  this  report  tends  to  understate  rather  than 
exaggerate  acquisition  activity. 

As  anticipated,  this  survey  encountered  instances  where  the  acquiring 
company  was  able  to  supply  only  the  information  that  an  acquisition  had  been 
made.  In  such  instances  where  other  detailed  information  was  unavailable,  the 
acquisition  or  disposal  was  tabulated  under  the  category  "not  specified."  It 
was  apparant  that  some  respondents  had  difficulty  in  distinguishing  between  a 
generally  new  business  and  an  acquired  going  concern.  Where  such  identification 
was  possible,  the  editing  process  excluded  new  enterprises  from  the  tabulation* 
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This  survey  covered  only  eight  food  industries.  It  would  be  hazardous  to 
assume  that  these  results  can  be  extrapolated  to  other  industries,  even  those 
within  the  food  category.  Insofar  as  these  data  describe  these  eight  industries, 
their  apparent  downward  bias  should  be  recognized.  In  spite  of  the  fact  that 
this  downward  bias  is  a  result  of  the  nonresponse  of  several  large  companies, 
it  would  be  questionable  to  assume  that  an  extraordinarily  large  number  of 
acquisitions  was  missed  by  this  survey,. 

V.  Comparisons  with  the  FTC  Interim  Report 

On  June  30,  1959>  "the  Federal  Trade  Commission  released  a  report  entitled 
Economic  Inquiry  into  Food  Marketing,  An  Interim  Report  which  was  limited  in  its 
coverage  to  chainstores  and  voluntary  chains.  It  was  further  limited  in  that  it 
included  only  those  acquisitions  which  were  within  the  grocery  business. 

Primary  differences  between  these  reports  are: 

1.  The  FTC  study  was  mandatory,  and  hence  probably 
experienced  100  percent  compliance,  at  least 
among  larger  companies,  whereas  the  study  reported 
here  was  voluntary.  Compliance  for  this  study 
was  83  percent,  and  the  17  percent  nonrespondents 
did  include  several  large  companies  with  5 00  or 
more  employees  in  the  grocery  industry. 

2.  This  report  covers  processing,  assembling,  and 
distribution  at  all  levels  from  the  farmer 
through  the  consumer. 

3.  The  Federal  Trade  Commission  makes  its  size 
comparisons  in  terms  of  dollars  of  sales  rather 
than  employment.  Although  dollar  sales  and 
number  of  employees  are  related,  the  association 
is  not  a  perfect  correlation. 

k*     The  Federal  Trade  Commission  report  covers  the 
years  19^-8-58  while  this  study  is  limited  to  the 
period  1952- 58. 


At  the  time  the  Federal  Trade  Commission  report  was  issued,  the  Bureau  of 
the  Census  had  provided  the  Department  of  Agriculture  with  preliminary  tabu- 
lations for  its  administrative  consideration.  While  the  Census  tabulations  were 
not  reported  upon  a  company -by- company  basis  as  was  the  published  Federal  Trade 
Commission  study,  rough  comparisons  of  the  aggregates  were  made  by  the  Department 
of  Agriculture.  Differences  in  numbers  of  acquisitions  revealed  by  this  compari- 
son may  readily  be  explained  by  the  difference  in  scope  of  the  two  studies.  Any 
comparison  between  the  two  studies  must  be  made  with  caution  in  view  of  the 
differences  cited  above. 
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Tables 

Table  1. — Universe  and  sample  used  in  the  company  report  of  acquisitions  and 
disposals  in  specified  food  industries,  1952-58 


Census 
company 
industry 
classifi- 
cation 


Number  of  multiunit 
companies 


Industry 


Standard 
industry 
classifi- 
cation 


Universe 

i/ 


Sample 


Total 

multiunit 

195^ 
employment 

2/ 


Dairy  products  

Canning,  preserving,  and 

freezing  (excluding 

seafood)  

Bakery  products  

Vegetable  and  animal 

oils  

Food  product  wholesalers 
Farm  product  assemblers 

Grocery  stores  3/  

Food  stores  other  than 

grocery  stores  3/ 


202 


7 


203 

8 

205 

10 

209 

kk 

5Qk 

90 

505 

100 

5kl 

101 

5h2,  511-3,  5^5, 

102 

5^6,  5^9 

Total 


302 


181 
I83 

53 
825 

735 
3,96l 
2,031 


8,271 


302    183, 609 


181 
183 

53 
825 

735 
622 

169 


117,  96k 
190,  013 

23,  111 
11, 279 
2k,  632 
538,  3^3 
kO,  kk6 


3,  070   1, 196,  063 


l/  This  was  the  gross  universe.  The  net  universe  was  the  gross  minus 
postmaster  returns,  business  deaths,  and  companies  out  of  the  scope  of  the 
survey.  The  total  of  these  amounted  to  3^+9,  so  the  net  was  7,922,  not  8,271, 
and  the  net  sample  was  2,  721,  not  3,  070 . 

2/  See  Bulletin  CS-1,  pages  1-2,  column  6. 

3/  The  grocery  stores  and  food  stores  other  than  grocery  stores  were  the  only 
two  industries  in  which  the  entire  population  of  multiunit  companies  was  not 
included.  In  these  two  industries  all  companies  with  100  or  more  employees 
were  included  but  companies  with  fewer  than  100  employees  were  sampled  as  the 
figures  below  indicate: 


Employment  size 


Sampling 
rate 


Grocery  stores 
sample 


Uninflated'  Inflated 


Food  stores  other  than 
grocery  stores  sample 


Uninflated'  Inflated 


100  or  more 

50-99 ■ 

1-49 , 


all 

1  in  k 
1  in  20 


393 

6k 

165 


393 

256 

3,300 


57 
18 
9h 


57 

72 

1,  880 


Total 


622 


3,9^9 


169 


2,009 
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